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ACTION NEA- 10 

INFO OCT-OI ISO-00 EB-07 /018W 

071462 06I944Z/64 

R06I450Z JUL 77 
FM AMEMBASSY CAIRO 
TO SECSTATE WASHDC 6952 
INFO AMCONSUL ALEXANDRIA 
USDOC WASHDC 

UNCLAS CAIRO 1 1225 

E.O. 11652: N/A 
TAGS: BEXP, EG 

SUBJECT: REYNOLDS ALUMINUM CO. INVESTMENT PROJECT 

1. SUMMARY: REYNOLDS ALUMINUM CO. HAS SIGNED JOINT VENTURE 
AGREEMENT WITH EGYPTIAN PARTNERS TO BUILD ALUMINUM EXTRUSION 
FACTORY IN EGYPT. REYNOLDS INDICATES THAT ALTHOUGH PROJECT 
HAS BEEN UNDER CONSIDERATION FOR SOME TIME, RECENT CHANGES IN 
INVESTMENT LAW WERE IMPORTANT FACTOR IN REACHING FINAL AGREE- 
MENT. PLANT EXPECTED TO BE IN PRODUCTION WITHIN 18 MONTHS. 

END SUMMARY. 

2. REYNOLDS ALUMINUM COMPANY HAS JUST SIGNED JOINT VENTURE 
AGREEMENT FOR ESTABLISHMENT OE ALUMINUM EXTRUSION PLANT TO 
BE BUILT IN CAIRO INDUSTRIAL SUBURB IN HELWAN. REYNOLDS 
CHAIRMAN J. LOUIS REYNOLDS CAME TO CAIRO FOR SIGNATURE CEREMONY, 

WHICH TOOK PLACE JULY 3. AT INVITATION OSMAN AND 

REYNOLDS, AMBASSADOR ATTENDED SIGNING. 

3. REYNOLDS WILL HOLD 12-1/2 PERCENT SHARE OE EQUITY CAPITAL OF 
APPROXIMATELY $4 MILLION. COMPANY'S JOINT VENTURE PARTNERS 
INCLUDE THE ARAB CONTRACTORS COMPANY (OSMAN AHMED OSMAN) AND 
SOME OF ITS AFFILIATES; THE MISR-IRAN DEVELOPMENT BANK; MISR 
INSURANCE CO.; MISR REINSURANCE COMPANY; AND MISR ALUMINUM CO. 

(PUBLIC SECTOR FIRM WHOSE ALUMINUM INGOTS WILL PROVIDE BASIC 
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MATERIAL EOR JOINT- VENTURE EXTRUSION PLANT). DEBT/EQUITY RATIO 
IS APPROXIMATELY 55/45, WITH MOST OE DEBT CAPITAL PROVIDED BY 
MISR/IRAN DEVELOPMENT BANK WHICH IS ALSO EQUITY SHAREHOLDER. 

REYNOLDS, IN ADDITION TO ITS EQUITY SHARE, WILL OBTAIN SUB- 
STANTIAL REVENUES IN FEES FROM JOINT- VENTURE UNDER TERMS OF A 
TECHNICAL ASSISTANCE AGREEMENT. 
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4. ALTHOUGH REYNOLDS HAS BEEN INVOLVED IN DISCUSSIONS ABOUT 
PARTICIPATION IN JOINT VENTURES EOR SOME TIME, COMPANY CHAIRMAN 
LOUIS REYNOLDS INDICATED THAT RECENT CHANGES IN INVESTMENT LAW 
HAD BEEN IMPORTANT FACTOR IN COMPANY'S DECISION TO GO AHEAD 
WITH EINAL AGREEMENT. HE HAD HAD RESERVATIONS IN PRINCIPLE 
ABOUT IDEA OE TAKING AUTOMATIC LOSS BY HAVING INITIAL CAPITAL 
CONVERTED AT OEFICIAL RATE AS ORIGINAL VERSION OE LAW 43 HAD 
REQUIRED. MOREOVER, REYNOLDS INDICATED, CHANGES IN LAW WERE ALSO 
SIGNIEICANT IN TERMS OF EVIDENCE OF FURTHER COMMITMENT BY GOE TO 
OPEN DOOR POLICY. 

5. PARTNERS ALL EXPRESSED CONSIDERABLE ENTHUSIASM ABOUT 
NEW VENTURE AND WERE OPTIMISTIC ABOUT ITS FUTURE. EGYPTIAN 
SHAREHOLDERS REPRESENT IMPORTANT INTERESTS IN COUNTRY, 

AND MAY BE ABLE RESOLVE MANY OF ADMINISTRATIVE PROBLEMS LIKELY 
BE ENCOUNTERED IN GETTING ENTERPRISE ESTABLISHED. ITEMS 
TO BE FABRICATED, WHICH INCLUDE IRRIGATION PIPING AND FRAMING 
ELEMENTS FOR WINDOWS AND DOORS, ALREADY HAVE SUBSTANTIAL EXPORT 
MARKET AND PROJECT SPONSORS ARE CONVINCED THAT LOWERING OF 
PRICE AS RESULT OF LOCAL MANUFACTURE WILL CREATE GROWING 
DEMAND FOR THESE PRODUCTS IN EGYPT. 

6. ALUMINUM EXTRUSION PLANTS APPEAR BE ONE OF MOST ATTRACTIVE 
INVESTMENTS FOR FOREIGN CAPITAL IN EGYPT. A KEY FACTOR, OF COURSE, 

IS LOCAL AVAILABILITY OF ALUMINUM INGOTS FROM NAGA HAMADI ALUMINUM 
SMELTER, WHICH CAN BE PAID FOR IN POUNDS. ARAB ALUMINUM COMPANY, 
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WITH AMERICAN TECHNOLOGY AND MANAGEMENT PROVIDED BY TABER METALS 
COMPANY OF LITTLE ROCK, ARKAANSAS, WAS ONE OF FIRST TO RECOGNIZE 
POSSIBILITIES OF THIS TYPE OF FACTORY, 

AND ITS EXTRUSION PLANT NEAR ISMAILIA WILL GO INTO PRODUCTION THIS 
SUMMER. REYNOLDS EXPECTS BE IN PRODUCTION WITHIN 18 MONTHS. 

EILTS 
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